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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


We  recommend  the  department: 

A.  Seek  legislation  allowing  officials 

and  employees  of  the  university  system 
to  cooperate  with  the  department  in 
providing  student  enrollment  information 
necessary  to  determine  eligibility  for 
unemployment  benefits. 

Agency  Response:   Concur.  See  page  B-4. 

B.  Consider  requiring  unemployment 
assistance  recipients  to  provide 
written  authorization,  as  part  of 
the  unemployment  benefits  applica- 
tion process,  allowing  the  depart- 
ment access  to  college  or  university 
enrollment  records 


Agency  Response:   Concur.  See  page  B-4. 
We  recommend  the  department: 

A.  Attempt  to  locate  missing  equipment 
items  and  adjust  property  records 
accordingly. 

Agency  Response:   Concur.   See  page  B-4. 

B.  Establish  appropriate  control  over 
its  equipment. 

Agency  Response:  Concur.  See  page  B-4. 

C.  Account  for  its  equipment  in  accordance 
with  state  and  federal  regulations 


10 


Agency  Response:  Concur.  See  page  B-5. 

We  recommend  the  department  follow 
established  policies  and  procedures 
to  ensure  compliance  with  state  and 
federal  purchasing  laws 


12 


Agency  Response:  Concur.   See  page  B-5. 
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Recommendation  #4 


Recommendation  #5 


Recommendation  #6 


Recommendation  #7 


Recommendation  #8 


We  recommend  the  department  record 
purchases  in  the  fiscal  year  in  which 
a  valid  obligation  exists  in  compliance 
with  state  accounting  policy 


13 


Agency  Response:  Concur.  See  page  B-5. 
We  recommend  the  department: 

A.  Recognize  revenue  for  funds  received 
from  uninsured  employers. 

Agency  Response:   Concur.   See  page  B-5. 

B.  Establish  accounts  receivable  and 
recognize  revenue  on  SBAS  for  amounts 
due  from  uninsured  employers 


16 


Agency  Response:   Concur.  See  page  B-6. 


We  recommend  the  department  establish 
procedures  to  minimize  the  time  between 
receipt  and  transfer  of  federal  funds 
as  required  by  federal  regulations 


17 


Agency  Response:   Concur.   See  page  B-6. 


We  recommend  the  department  follow  the 
state's  negotiated  federal  Cash  Manage- 
ment Improvement  Act  agreement  as  required 
by  federal  regulations 


19 


Agency  Response:  Concur.   See  page  B-6. 


We  recommend  the  department  provide 
unemployment  insurance  division 
personnel  with  SBAS  and  state  account- 
ing policy  training  and  ensure  the 
division  consults  with  Centralized 
Services  Division  when  necessary  to 
properly  record  SBAS  transactions 


21 


Agency  Response:   Concur.  See  page  B-7. 
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Introduction 


Introdnction 


We  performed  a  financial-compliance  audit  of  the  Department 
of  Labor  and  Industry  for  the  two  fiscal  years  ended  June  30, 
1994.   The  objectives  of  the  audit  were  to: 


1.  Determine  if  the  financial  schedules  present  fairly  the 
results  of  operations  of  the  department  for  the  two  fiscal 
years  ended  June  30,  1994. 

2.  Make  recommendations  for  improvements  in  the  manage- 
ment and  internal  accounting  controls  of  the  department. 

3.  Determine  department  compliance  with  applicable  laws  and 
regulations. 

4.  Determine  the  implementation  status  of  prior  audit  recom- 
mendations. 

This  report  contains  eight  recommendations  to  the  department. 
These  recomm.endations  address  areas  where  management, 
internal  control,  and  compliance  with  state  and  federal  laws  and 
regulations  can  be  improved.   Other  areas  of  concern  deemed  not 
to  have  a  significant  effect  on  the  successful  operations  of  the 
department  are  not  specifically  included  in  the  report,  but  have 
been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed,  if  significant,  the  costs  of  implementing  the  recom- 
mendations made  in  this  report. 


Background 


The  Department  of  Labor  and  Industry  (department)  was  created 
by  the  Executive  Reorganization  Act  of  1971.   The  department 
operates  as  a  part  of  a  national  employment,  unemployment  insur- 
ance benefits,  and  training  system  that  assists  individuals  in 
preparing  for  and  finding  jobs,  assists  employers  to  find 
workers,  and  assists  workers  with  benefits  if  they  are  tempo- 
rarily unemployed  through  no  fault  of  their  own. 


Additionally,  the  department  enforces  state  and  federal  labor 
standards,  enforces  state  and  federal  health-safety  laws,  conducts 
research  and  collects  statistics  that  enable  strategic  planning,  and 
provides  adjudicative  services  in  labor-management  disputes. 
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The  department  had  approximately  $118  million  of  expenditures 
and  transfers  out  and  $125  million  of  revenue  and  transfers  in 
for  fiscal  year  1993-94.   Included  in  the  expenditures  amount  is 
approximately  $26  million  of  federal  job  training  expenditures 
and  $73  million  of  Unemployment  Insurance  Benefit  expendi- 
tures. Federal  funds  are  the  source  for  $47  million  of  the 
department's  revenue  and  unemployment  insurance  contributions 
and  premiums  are  the  source  for  $56  million. 

Currently  the  department  is  organized  into  four  divisions  and  the 
commissioner's  office.   In  addition,  the  Human  Rights 
Commission  and  Workers'  Compensation  Court  are 
administratively  attached  to  the  department.   A  brief  description 
of  each  follows: 

Commissioner's  Office  -  provides  overall  administration  and 
support  services  to  the  department.  The  office  is  responsible  for 
the  overall  administration  of  the  department.   (3  full-time 
equivalents  (FTE)) 

Employment  Relations  Division  -  administers  and  enforces  state 
statutes  and  rules  on  legal  issues  arising  through  the  division's 
boards  and  bureaus.  The  division  includes  five  functional  units; 
Board  of  Personnel  Appeals,  Safety  Bureau,  Administrative 
Support,  Dispute  Resolution,  and  Standards  Bureau.  (103  FTE) 


Human  Rights  Commission-  is  responsible  for  enforcement  of 
the  Montana  Human  Rights  Act  and  the  Governmental  Code  of 
Fair  Practices  through  investigations,  conciliation,  hearings,  and 
education.  (18  FTE) 

Job  Service  Division  -  provides  a  wide  range  of  employment  and 
training  programs,  such  as;  employment  services,  unemployment 
services,  unemployment  insurance,  veterans  services,  job 
training  partnership,  and  trade  adjustment  assistance.   (379  FTE) 

Legal/Centralized  Services  Division  -  provides  all  legal  and 
adjudicative  services  for  the  department  and  includes  the  Board 
of  Labor  Appeals.   The  division  is  responsible  for  providing 
support  services  to  department  functions.   Support  services 
include  programming  and  basic  information  service  for  the 
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department's  computers,  personnel,  payroll,  accounting, 
purchasing,  and  budgeting.  (59  FTE) 

Unemployment  Insurance  Division  -  administers  the  state's 
unemployment  insurance  laws  and  related  federal  programs; 
develops  data  and  statistics,  conducts  studies,  charts  and  fore- 
casts trends;  and  publishes  information  on  employment  and 
unemployment  in  Montana.  (137  FTE) 

Workers'  Compensation  Court  -  provides  a  forum  for  Montana's 
employees  and  the  insurance  industry  to  resolve  disputes  arising 
out  of  work-related  injuries  and  occupational  disease.  (17  FTE) 
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Prior  Audit  Recommendations 


Prior  Audit  The  prior  financial-compliance  audit  of  the  Department  of 

Recommendations  Labor  and  Industry  (department)  for  the  two  fiscal  years  ended 

June  30,  1992  contained  13  recommendations.    Of  the  eleven 
recommendations  that  are  still  applicable,  the  department  fully 
implemented  six,  partially  implemented  two,  and  did  not 
implement  three. 

One  of  the  partially  implemented  recommendations  relates  to 
accounting  for  financial  activity  in  accordance  with  state 
accounting  laws  and  policies  and  is  again  discussed  on  page  1 9  of 
the  report.  The  other  recommendation  partially  implemented 
relating  to  a  mine  map  law  is  not  discussed  in  the  report  because 
the  department  is  in  the  process  of  seeking  legislation  to  clarify 
the  law.  Two  recommendations  not  implemented  relating  to 
computer  controls  are  discussed  in  the  EDP  audit  report  of  the 
Department  of  Labor  and  Industry  issued  in  June  of  1994 
(#94DP-41).  The  other  recommendation  not  implemented 
relates  to  accounts  receivable  from  uninsured  employers  and  is 
discussed  on  page  14  of  the  report. 

A  recommendation  was  also  made  to  the  department  in  the  State 
Compensation  Insurance  Fund  audit  report  (#93-30)  issued  in 
March  of  1994.   Based  on  our  work  we  found  the  department 
implemented  this  recommendation  related  to  the  department 
providing  the  state  fund  with  accurate  hospital  rates  in  a  timely 
manner. 
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Findings  and  Recommendations 


Ineligible  Recipients  of 

Unemployment 

Insurance 


We  estimate  the  department  paid  approximately  $80,000  in 
unemployment  insurance  benefits  to  as  many  as  80  ineligible 
students  attending  one  of  Montana's  university  units  between 
July  1992  and  February  1994.   State  law  disqualifies  any  student 
from  receiving  unemployment  insurance  benefits  who  regularly 
attends  an  established  educational  institution.  There  are  two 
exceptions.  The  department  may  grant  an  exemption  to  a 
student  for  department  approved  training.   An  individual  may 
also  attend  an  adult  basic  education  class  20  hours  a  week  or  less 
while  laid  off  from  a  job  if  the  person  is  willing  to  return  to 
work  when  notified. 


We  identified  the  80  students  through  a  computer  match  of 
unemployment  insurance  benefit  records  and  university  attend- 
ance records.   The  university  enrollment  records  indicated  the 
individuals  were  enrolled  taking  various  class  credits  from  one  to 
nineteen  credit  hours  per  semester.   None  of  these  students 
received  an  educational  exemption  from  the  department  prior  to 
attending  college.  We  also  noted  some  of  the  students  received 
graduate  credit  toward  a  masters  or  doctorate  degree.   The  80 
full-time  or  part-time  students  we  identified  do  not  include 
students  who  withdrew  from  school  prior  to  receiving  benefits. 

The  following  table  summarizes  the  results  of  our  testing. 
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Table  1 

Schedule 

of  Ineligible  Students 

Full  Time 

Part-Time 

Students 

Students 

Conments 

35 

45 

Received  uneinployment  insurance  benefits 
while  enrolled  at  a  university. 

35 

45 

Signed  weekly  benefits  claim  cards  on 
which  the  individuals  indicated  they 
were  not  attending  school. 

2 

2 

Received  failing  grades  while  attending 
college. 

2 

5 

Collected   benefits   while   attending 
college  but  they  withdrew  from  school 
before  the  end  of  the  semester. 

7 

Enrolled  in  non  attendance  courses  such 
as  thesis,  dissertation,  professional 
paper,  or  independent  study  courses. 

We  accessed  the  university  enrollment  records  based  on  our  audit 
authority  under  state  law.  The  department  currently  does  not 
have  authority  under  state  or  federal  law  to  access  student 
records  necessary  to  perform  similar  computer  matches  at  this  or 
other  colleges  or  universities.  State  and  federal  laws  are  unclear 
on  whether  we  can  provide  our  list  of  suspected  ineligible 
students  to  the  department  for  follow-up  or  collection. 
Therefore,  we  have  referred  the  list  of  students  to  the  attorney 
general  for  possible  prosecution. 

As  a  result  of  our  audit  procedures  the  department  is  seeking 
legislation  allowing  the  state  university  system  to  cooperate  with 
the  department  in  supplying  information.   This  information  will 
assist  in  the  identification  of  students  who  are  ineligible  for 
unemployment  benefits.   University  system  officials  suggested 
the  statutory  changes  needed  are  similar  to  those  requested  by 
the  Board  of  Regents  for  the  Guaranteed  Student  Loan  Program. 
In  that  instance  the  board  requested,  and  the  legislature 
subsequently  approved,  statutory  changes  which  require  all  state 
and  local  government  officials  and  employees  to  cooperate  with 
the  board  in  obtaining  any  relevant  information  regarding  the 
location  of  debtors  of  the  Guaranteed  Student  Loan  Program. 
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Statutory  changes  similar  to  this  will  assist  the  department  in 
gaining  access  to  necessary  college  and  university  enrollment 
records. 

In  addition  the  department  should  consider  requiring  applicants 
for  unemployment  benefits  to  provide  written  authorization 
allowing  the  department  access  to  any  necessary  enrollment 
records  for  schools  located  in  Montana.  This  could  also  provide 
the  department  with  the  necessary  authorization  needed  to 
comply  with  federal  student  privacy  laws  and  regulations. 


Recommendation  #1 

We  recommend  the  department: 

A.      Seek  legislation  allowing  officials  and  employees  of 
the  university  system  to  cooperate  with  the 
department  in  providing  student  enrollment 
information  necessary  to  determine  eligibility  for 
unemployment  benefits. 


B. 


Consider  requiring  unemployment  assistance  recipients 
to  provide  written  authorization,  as  part  of  the 
unemployment  benefits  application  process,  allowing 
the  department  access  to  college  or  university 
enrollment  records. 


Improperly  Deleted 
Equipment 


The  department  maintains  accountability  for  its  buildings,  land 
and  equipment  on  the  state's  Property  Accountability  Manage- 
ment System  (PAMS).   We  reviewed  the  department's  property 
listing  which  totalled  approximately  $7.8  million  at  June  30, 
1994,  and  noted  $430,787  of  state  property  was  deleted  from  the 
inventory  because  it  was  not  located  during  the  fiscal  year  1993- 
94  physical  inventory.   Subsequent  to  the  audit,  the  department 
located  equipment  totalling  $187,477  and  reestablished  this 
property  on  PAMS. 

The  Montana  Operations  Manual  (MOM)  stresses  the  importance 
of  complete  and  accurate  property  accounting  records. 
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According  to  state  policy,  complete  and  accurate  records  are 
essential  for  the  protection  of  state  property.   Without  accurate 
records  the  state  risks  losing  property  due  to  theft  and  misuse. 
The  state  policy  requires  adjustment  and  reconciliation  of  the 
accounting  records  after  completing  an  inventory.  The  policy 
states  that  fixed  assets  disclosed  by  the  inventory  should  agree 
with  the  items  listed  on  the  accounting  records.   Discrepancies 
must  be  thoroughly  investigated  and  reported  to  the  agency 
property  coordinator.  Any  necessary  write-offs  because  of 
missing  fixed  assets  must  be  documented  on  a  Report  of 
Property  Survey  (PAMS  Form  4). 

State  policy  requires  that  all  state  agencies  take  an  inventory  of 
its  equipment  at  least  every  two  years.  When  we  performed  our 
initial  review  of  inventory  procedures  in  March  1994,  we  noted 
the  department  had  last  inventoried  its  equipment  in  fiscal  year 
1989-90.   We  notified  department  personnel  of  our  concern 
regarding  the  inventorying  of  the  department's  equipment.  In 
June  1994,  department  personnel  initiated  an  equipment 
inventory  of  the  department. 

In  August  1994,  based  upon  our  subsequent  review  of  the 
department's  inventory  procedures,  we  noted  the  department 
deleted  equipment  amounting  to  $430,787  from  the  state's 
accounting  records.  The  fiscal  year  1993-94  inventory  was 
completed  by  location.   Assets  not  found  at  the  locations  listed 
on  the  inventory  records  were  erroneously  deleted.   The 
department  has  undergone  several  reorganizations  that  resulted 
in  physical  inventory  being  moved  without  recording  the 
transfer  on  the  inventory  records.   As  a  result,  some  of  the 
deletions  occurred  because  the  assets  were  in  different  locations 
than  shown  on  the  inventory  records.   The  department  should 
have  recorded  transfers  on  the  inventory  records  at  the  time 
property  was  physically  moved.   In  addition  the  department 
should  have  fully  investigated  all  assets  not  found  by  the 
physical  inventory  before  deleting  the  items  from  the  inventory 
records. 

We  tested  a  judgmental  sample  of  fifteen  deleted  items,  each  of 
which  cost  over  $1,000,  to  determine  how  many  of  the  deleted 
items  were  brought  back  under  accounting  control  as  department 
personnel  had  speculated.   Only  one  of  the  15  items  we  tested 
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was  deleted  from  the  accounting  records  with  properly  docu- 
mented support.   We  requested  the  department  investigate  to 
determine  what  happened  to  the  remaining  14  sample  items. 
Seven  of  the  fourteen  deleted  items  were  subsequently  found. 
The  agency  property  coordinator  indicated  these  items  should 
have  been  brought  under  accounting  control  during  the  inven- 
tory process  by  personnel  in  the  various  divisions.   As  a  result, 
these  items  were  not  recorded  on  the  department's  equipment 
listing  at  the  time  of  our  review.  The  remaining  seven  of  the 
fourteen  deleted  items  were  not  found  during  the  investigation 
by  department  personnel.   Personnel  in  charge  of  the  equipment 
were  unable  to  explain  what  happened  to  these  equipment  items. 

Since  we  completed  the  audit  the  department  continued  to 
investigate  the  seven  items  that  were  not  found.   According  to 
department  personnel  they  have  determined  that  two  of  the  items 
were  lost,  two  were  located,  two  of  the  items  were  surplused  and 
one  item  has  not  been  found. 

The  deleted  equipment  is  comprised  of  various  categories 
including,  the  following:  personal  computers,  printers,  personal 
copiers,  video  recorders,  and  fax  machines.   A  significant 
portion  of  the  missing  items  were  personal  computers  which  are 
susceptible  to  loss,  theft,  and  misuse. 

In  addition  we  noted  the  following  three  concerns  related  to  the 
management  of  the  department's  equipment. 

—  Missing  fixed  assets  were  not  documented  on  a  Report  of 
Property  Survey  (PAMS  Form  4)  as  required  by  state  policy. 
The  Report  of  Property  Survey  is  used  to  request  relief  of 
accountability  for  lost,  stolen,  or  destroyed  equipment.   It 
provides  a  mechanism  to  report  missing  equipment  to  the 
appropriate  authorities  both  inside  and  outside  the 
department.  The  Report  of  Property  Survey  must  be 
approved  by  an  authorized  department  official  certifying 
the  relief  of  accountability  request  is  true  and  complete. 

—  State  law  also  requires  that  "The  head  of  each  state  agency 
shall  immediately  notify  both  the  attorney  general  and  the 
legislative  auditor  in  writing  upon  the  discovery  of  any 
theft,  actual  or  suspected,  involving  state  money  or  property 
under  his  control  or  for  which  he  is  responsible."  We  noted 
at  least  six  items  of  equipment  which  were  reported  to 
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department  personnel  as  stolen  but  we  found  no 
documentation  that  the  stolen  items  were  reported  to  the 
attorney  general  and  the  legislative  auditor  as  required  by 
state  law. 

--     State  policy  requires  that  the  PAMS  master  register  and 
PAMS  update  reports  be  kept  on  file  by  the  department  for 
at  least  one  year.  The  master  register  reports  are  being 
discarded  by  the  department  monthly  and  the  update  reports 
.  were  not  available  for  the  period  April  1993  to  July  1993 
when  we  asked  to  see  them  in  February  1994. 

--     We  noted  that  fixed  assets  purchased  between  March  1993 
and  February  1994  at  a  cost  of  approximately  $368,000  were 
not  recorded  on  PAMS.  State  policy  also  requires  that  all 

state  fixed  assets  be  recorded  on  PAMS. 

A  significant  portion  (approximately  40.6  percent)  of  the 
department's  funding  comes  from  federal  sources  including 
Unemployment  Insurance  Benefits  (Catalog  of  Federal  Domestic 
Assistance  (CFDA)  #17.225),  Job  Training  Partnership  Act 
(CFDA  #17.250),  and  the  Employment  Services  (CFDA  #17.207) 
programs.  Based  on  our  review  of  the  department's  financial 
records  the  majority  of  acquisitions  of  equipment  are  purchased 
in  whole  or  in  part  with  federal  funds.   Federal  regulations 
require  the  department  to  maintain  a  control  system  with 
adequate  safeguards  to  prevent  loss. 


Recommendation  #2 

We  recommend  the  department: 

A.  Attempt  to  locate  missing  equipment  items  and  adjust 
property  records  accordingly. 

B.  Establish  appropriate  control  over  its  equipment. 

C.  Account  for  its  equipment  in  accordance  with  state 
and  federal  regulations. 
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Equipment  and  Software 


During  the  audit  we  tested  several  of  the  department's 
equipment  and  software  purchases  to  determine  whether  the 
department  complied  with  state  purchasing  and  accounting 
policies.  The  following  two  sections  discuss  instances  we  noted 
where  the  department  did  not  follow  applicable  policies. 


Sole  Source  Vendor 


State  purchasing  regulations  require  the  department  to  process 
purchases  through  the  Department  of  Administration  (DofA) 
Purchasing  Bureau  when  items  ordered,  individually  or  in  a 
group  of  like  items  on  a  single  requisition,  have  an  estimated 
total  cost  in  excess  of  $2,000. 


During  our  audit  we  noted  the  department  made  seven  separate 
purchases  between  August  1992  and  June  1993  each  exceeding 
$2,000  of  similar  training  material  from  the  same  vendor.   The 
department  did  not  process  these  purchases  through  DofA  as 
required  by  state  purchasing  regulations.  The  purchases  totalled 
$17,848  in  fiscal  year  1992-93  and  $11,196  in  fiscal  year  1993- 
94.  Department  personnel  stated  the  vendor  was  a  sole  source 
vendor  for  these  items. 

State  regulations  require  that  for  sole  source  purchases  over 
$2,000,  DofA  must  document  in  writing  that  a  vendor  qualifies 
as  a  sole  source  supplier  before  the  department  may  purchase 
commodities  from  the  vendor.  State  regulations  also  require  the 
department  to  maintain  documentation  on  sole  source  purchases 
since  these  purchases  do  not  go  through  the  normal  competitive 
bidding  process  designed  to  ensure  the  state  pays  the  most 
competitive  prices  for  items. 

For  the  purchases  discussed  above,  department  personnel 
indicated  that  approval  was  given  by  DofA,  however  the  depart- 
ment could  not  provide  us  with  a  copy  of  Dof  A's  written 
approval  that  the  vendor  qualified  as  a  sole  source  vendor.  In 
addition  personnel  at  DofA  could  not  find  or  supply  us  with  this 
approval.   As  a  result,  there  is  no  documentation  to  demonstrate 
the  department  is  in  compliance  with  state  regulations  related  to 
sole  source  vendors. 
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A  portion  of  the  cost  of  the  purchases  was  federally  funded. 
Office  of  Management  and  Budget  Circular  A-87  states  that  for 
federally  funded  expenditures  to  be  allowable  they  must  be 
authorized  and  not  prohibited  under  state  laws  or  regulations. 
Therefore,  we  question  the  allowability  of  the  following  federal 
expenditures. 


Table  2 

Schedule  of  Questioned  Costs 

Catalog 
of  Federal 

Domestic 
Assistance 

Name 

Fiscal 

Year 

1992-93 

Fiscal 

Year 

1993-94 

10.551  - 
10.551  - 
17.246  - 
17.250  - 
17.250  - 
17.225  - 
93.561  - 
Total 

USDA  Food  stamp  Job  Search 
Unemployed  Parent  Program 
JTPA  Title  III 
JTPA  Title  II 
JTPA  U.O.W. 

Unemployment  Insurance 
JOBS 

$    0 

0 

3,593 

0 

7.128 

0 

0 

$10,721 

$   56 

793 

38 

161 

0 

76 

1,514 

$2.638 

Department  personnel  indicated  the  department  has  policies  and 
procedures  to  ensure  compliance  with  state  purchasing 
regulations;  however,  they  could  not  explain  how  the  above 
instances  occurred.  The  department  should  follow  established 
policies  and  procedures  to  ensure  compliance  with  state 
purchasing  laws. 


Recommendafion  #3 

We  recommend  the  department  follow  established  policies 
and  procedures  to  ensure  compliance  with  state  and  federal 
purchasing  laws. 
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Expenditure  Cutoff  In  June  1993  the  department  signed  a  contract  with  a  vendor  to 

purchase  a  computer  software  package  for  $84,500.  The  vendor 
had  installed  the  software  and  the  department  had  been  testing 
the  software  for  several  months  before  the  contract  was  signed. 
The  contract  included  a  statement  that  the  vendor  will  maintain 
the  system  for  the  first  twelve  months  without  charge  to  the 
department.  The  department  charged  $68,600  of  the  contract  to 
fiscal  year  1992-93  expenditures  and  the  remaining  balance  of 
the  contract  of  $15,900  to  fiscal  year  1993-94  expenditures.  The 
$68,600  expenditure  amount  charged  in  fiscal  year  1992-93  is 
the  same  amount  that  was  remaining  in  an  automation  grant. 

State  accounting  policies  require  expenditures  be  recorded  for 
valid  obligations  in  the  period  incurred.   A  department  official 
stated  the  reason  the  remaining  balance  of  $15,900  was  charged 
to  fiscal  year  1993-94  is  because  the  programming  was  not 
complete  and  the  system  was  not  fully  operational  until  fiscal 
year  1993-94.   However,  in  a  letter  dated  June  16,  1993  to 
purchasing  division,  a  department  official  indicated  the  test 
period  was  over  and  the  "department  made  the  final  decision  to 
purchase  the  system." 

Since  the  contract  was  signed,  software  installed,  and  the  test 
period  over;  a  valid  obligation  existed  and  the  department  should 
have  recorded  the  remaining  $15,900  of  expenditures  during 
fiscal  year  1992-93.  The  department  should  record  purchases  in 
the  fiscal  year  in  which  a  valid  obligation  exists  in  compliance 
with  state  accounting  policy. 


Recommendation  #4 


We  recommend  the  department  record  purchases  in  the 
fiscal  year  in  which  a  valid  obligation  exists  in  compliance 
with  state  accounting  policy. 
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Uninsured  Elmployers  The  department  does  not  record  all  financial  activity  of  the 

Fund  uninsured  employers  fund  on  the  Statewide  Budgeting  and 

Accounting  System  (SBAS)  as  required  by  state  law.  The 
department  administers  the  uninsured  employers  fund  which  is 
intended  by  law  to  pay  an  injured  employee  of  an  uninsured 
employer  the  same  benefits  the  employee  would  have  received  if 
the  employer  had  been  properly  enrolled  under  one  of  the  three 
worker  compensation  plans.   We  estimate  the  department  paid 
$405,880  and  $329,460  in  benefits  to  injured  employees  during 
fiscal  years  1992-93  and  1993-94,  respectively.   State  law  also 
requires  the  department  to  collect  from  uninsured  employers  an 
amount  equal  to  all  benefits  paid  from  the  fund  to  an  injured 
employee.  The  prior  audit  report  included  a  recommendation 
related  to  accounting  for  this  activity.   Based  on  our  work  we 
determined  the  department  did  not  implement  the 
recommendation. 

The  department  pays  wages  and  medical  benefits  to  injured 
employees  of  uninsured  employers.  The  department  then  bills 
the  uninsured  employers  for  the  benefits  paid.   When  payments 
are  received,  the  department  reduces  (abates)  benefit  expendi- 
tures by  the  amount  received  rather  than  recognizing  revenue  as 
required  by  state  law.   During  fiscal  year-end  1993-94  the 
department  for  the  first  time  established  accounts  receivable  for 
the  amount  estimated  to  be  collectable  from  uninsured 
employers.  However,  the  department  reduced  benefit  expendi- 
tures by  the  amount  of  the  receivable  rather  than  recognizing 
revenue  as  required  by  state  law.   In  addition  the  department 
does  not  maintain  documentation  on  an  on-going  basis  of  the 
total  amounts  due  from  employers  for  benefits  paid  by  the  fund, 
except  in  the  individual  employer's  files. 

Section  17-1-102(5),  MCA,  requires  the  division  to  record  all 
transactions  on  the  accounting  system  to  present  the  receipt,  use, 
and  disposition  of  all  money  and  property  for  which  the  agency 
is  accountable  in  accordance  with  generally  accepted  accounting 
principles.   Since  the  purpose  of  the  fund  is  to  pay  benefits  to 
uninsured  employees  and  receive  reimbursement  from  the 
employers,  the  department  should  record  the  necessary  trans- 
actions to  reflect  the  total  amount  of  benefits  paid  by  the  fund, 
the  total  amount  received  from  uninsured  employers,  and 
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amounts  due  from  employers  for  benefits  paid.  State  accounting 
policy  allows  expenditure  abatements  only  for  non-routine  and 
non-recurring  transactions  and  specifically  states  that 
expenditure  abatements  should  not  be  recorded  for  reimburse- 
ments received  from  outside  parties  as  part  of  the  routine 
mission  of  an  agency. 

As  a  result  of  reducing  revenues  rather  than  recognizing  revenue 
for  the  amount  received  from  uninsured  employers,  revenues 
and  expenditures  recorded  on  SBAS  are  misstated  and  do  not 
reflect  the  activity  of  the  fund  as  required  by  state  law.  We 
estimate  that  revenues  and  expenditures  recorded  on  SBAS  are 
understated  by  $23,000  in  fiscal  year  1992-93  and  $54,750  in 
fiscal  year  1993-94. 

Department  personnel  indicated  amounts  received  from 
uninsured  employers  for  payments  are  not  revenue  to  the 
department.  The  payments  are  reimbursement  to  the  state  for 
benefits  paid.   In  addition,  personnel  indicated  that  due  to  the 
small  amount  collected  for  benefits  paid  it  is  not  cost  effective  to 
keep  detailed  records  of  amounts  owed  to  the  state. 

Since  the  amounts  received  from  uninsured  employers 
specifically  relate  to  the  purpose  of  the  fund  and  because  the 
activity  is  part  of  the  ongoing  responsibility  of  the  department; 
the  department  should  recognize  revenue  for  the  amount 
received  from  uninsured  employers  and  establish  accounts 
receivable  for  actual  amounts  due  from  employers  as  required  by 
state  law.  The  department  should  establish  a  cost-efficient 
method  to  properly  account  for  amounts  owed  since  they 
estimate  only  5  percent  of  the  amounts  billed  are  collected.   For 
example,  the  department  could  establish  an  accounts  receivable 
and  recognize  revenue  on  SBAS  for  the  net  amount  of  what  is 
estimated  to  be  collected  and  maintain  separate  detailed 
documentation  that  summarizes  the  amount  due  from  individual 
employers.   Another  method  the  department  should  consider  is  to 
establish  the  accounts  receivable  and  subsidiary  detail  records  on 
SBAS  for  all  amounts  due  from  employers  and  record  an 
allowance  for  doubtful  accounts  for  the  amount  of  the  receivable 
estimated  to  be  uncollectible. 
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Recommendation  #5 

We  recommend  the  department: 

A.  Recognize  revenue  for  funds  received  from  uninsured 
employers. 

B.  Establish  accounts  receivable  and  recognize  revenue 
on  SBAS  for  amounts  due  from  uninsured  employers. 


Federal  Cash 
Management 


As  part  of  our  federal  compliance  testing  we  determined  whether 
the  procedures  used  for  requesting  and  expending  of  federal 
funds  is  adequate  to  comply  with  federal  cash  management 
regulations.  The  following  two  sections  discuss  the  results  of  our 
cash  management  testing  related  to  the  Job  Training  Partnership 
Act  and  Unemployment  Insurance  Program. 


JTPA  Federal  Cash 
Management 


We  found  the  pay  unit  of  the  Job  Service  Division  does  not  have 
adequate  procedures  in  place  to  minimize  cash  requested  for 
federal  Job  Training  Partnership  Act  (CFDA  #17.250)  funds  as 
required  by  federal  regulations.   Office  of  Management  and 
Budget  Circular  A- 102  requires  that  agencies'  methods  for 
receiving  and  disbursing  federal  funds  must  minimize  the  time 
the  federal  cash  is  held  by  the  agencies.   Noncompliance  with  the 
federal  standards  may  result  in  the  loss  of  federal  funds. 

According  to  department  personnel,  the  department  can  make 
weekly  cash  draws  and  it  takes  approximately  ten  working  days 
to  receive  the  federal  funds.  Based  on  this  schedule,  to  minimize 
federal  cash  on  hand  as  required  by  federal  regulations  the 
department  should  request  the  amount  of  cash  it  estimates  it  will 
spend  within  ten  working  days. 

We  reviewed  four  months  of  cash  request  activity  during  the 
audit  period  and  found  several  instances  where  the  department 
did  not  minimize  the  time  that  federal  cash  was  held  as  required 
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by  federal  regulations.   The  schedule  below  summarizes  the 
results  of  our  testing. 


Table 

3 

s 

chedule  of  Findings  for  Federal  Cash  Nanagenent 

Cash 

Date  of 

Type  of  Balance  or 

Cash 

Avai lability 
(in  days) 

Cash  Draw 

Transaction  Amount 

Draws 

9/01/93 

Beginning  Balance 

$106,073 

24 

9/01/93 

Cash  Draw 

35,000 

32 

9/02/93 

Cash  Draw 

50,000 

34 

10/12/93 

Cash  Draw 

40,000 

10 

10/25/93 

Cash  Draw 

35,000 

2 

12/01/93 

Beginning  Balance 

97,686 

24 

12/07/93 

Cash  Draw 

50,000 

33 

12/20/93 

Cash  Draw 

50,000 

43 

12/27/93 

Cash  Draw 

50,000 

42 

1/11/94 

Cash  Draw 

50,000 

34 

The  nurber 

of  days  of  cash  availabi 

lity  is  catcu 

lated  based  on 

actual 

expenditures  of  federal 

cash  starting 

at  the  dates 

indicated 

and  ending  on  the  date 

the  department ' 

s  expenditures 

would 

have 

equaled  or  exceeded  the 

avai lable  cash. 

Department  personnel  said  for  two  of  the  months  we  reviewed 
they  requested  more  cash  than  normal  because  of  employee 
vacation  and  department  reorganization.  Since  this  problem  was 
brought  to  the  department's  attention,  department  personnel 
indicated  that  new  procedures  have  been  established  to  more 
closely  monitor  cash  needs. 


Recommendation  #6 

We  recommend  the  department  establish  procedures  to 
minimize  the  time  between  receipt  and  transfer  of  federal 
funds  as  required  by  federal  regulations. 
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Unemployment  Insurance 
Cash  Management 


The  agreement  between  the  State  of  Montana  and  the  U.S. 
Secretary  of  the  Treasury  sets  forth  the  terms  and  conditions 
agreed  upon  to  implement  the  requirements  of  the  federal  Cash 
Management  Improvement  Act  of  1990  (CMIA).  The  agreement 
took  effect  on  July  1,  1993.   Funds  withdrawn  from  the 
Department  of  Labor  and  Industry's  Unemployment  Insurance 
Trust  Fund  (CFDA  #17.225)  are  subject  to  the  specific 
requirements  of  the  agreement.  The  agreement  notes  the  state 
shall  transfer  funds  to  the  state  benefit  payment  account  based 
on  an  estimated  check  clearance  pattern  calculated  by  the 
department.   We  noted  the  department  is  not  using  the  clearance 
pattern  as  outlined  in  the  agreement,  as  shown  below  in  table  4. 


Table 

4 

Estinated  Check  Clearance  Pattern 

Days  After 

Percent  of 

Check  Issuance 

Funds  Requested 

0 

0.0 

1 

0.0 

2 

0.0 

3 

27.6 

4 

40.7 

5 

14.3 

6 

15.1 

7 

3.3 

Source:  Cash 

Management 

Iiproveaient 

Act 

Agreement . 

The  clearance  pattern  is  an  estimate  of  the  time  it  takes  after 
issuance  date  for  benefit  checks  to  clear  the  state  bank.   This 
estimate  is  used  because  it  identifies  when  the  benefit  payment 
account  must  have  adequate  cash  to  pay  the  cashed  checks. 
Department  personnel  indicated  the  initial  clearance  pattern 
suggested  by  the  department  was  not  accepted  by  the  U.S. 
Department  of  Treasury,  so  they  had  a  limited  time  to  estimate 
and  test  a  new  clearance  pattern.  The  department  personnel 
noted  they  did  not  modify  procedures  to  match  those  established 
in  the  1993-94  agreement.   However,  effective  July  1,  1994,  the 
department  is  using  the  clearance  pattern  included  in  the  new 
agreement  between  the  State  of  Montana  and  the  U.S.  Secretary 
of  Treasury  for  fiscal  year  1994-95. 


Page  18 


Findings  and  Recommendations 


Department  personnel  noted  they  believe  they  could  probably 
draw  more  funds  based  on  the  estimated  clearance  patterns.   The 
state  benefit  payment  account  contains  both  state  and  federal 
funds  transferred  from  the  state  and  federal  unemployment 
accounts,  Extended  Unemployment  Compensation  Account 
(EUCA)  and  the  Federal  Employees'  Compensation  Account 
(FECA).  If  more  funds  were  drawn  than  allowed  under  the 
clearance  pattern  the  state  may  either  be  liable  for  interest  to  the 
federal  government  and  face  the  potential  loss  of  federal  funds. 
If  less  funds  were  drawn,  interest  may  be  due  to  the  state  from 
the  U.S.  Department  of  Treasury.   As  of  December  1994  the 
state  has  determined  that  a  net  payment  is  due  to  the  state 
because  fewer  funds  were  drawn  than  allowed  by  the  clearance 
agreement. 


Recommendation  #7 

We  recommend  the  department  follow  the  state's 
negotiated  federal  Cash  Management  Improvement  Act 
agreement  as  required  by  federal  regulations. 


Accounting  Issues  In  the  prior  audit  report  we  recommended  the  department  record 

its  financial  activity  on  the  SBAS  in  accordance  with  state 
accounting  laws  and  policies.   Throughout  the  audit  we  noticed 
improvement  has  been  made  on  this  issue  and  determined  the 
recommendation  is  partially  implemented.   However,  three  issues 
we  found  this  audit  indicate  continued  improvement  is 
necessary. 

The  Unemployment  Insurance  Division  (division)  collects  taxes, 
determines  eligibility,  and  makes  payments  related  to  unemploy- 
ment insurance.   Financial  activity  is  recorded  on  SBAS  by 
division  personnel.  All  three  issues  discussed  below  relate  to  the 
division  and  indicate  a  lack  of  knowledge  of  SBAS  and  state 
accounting  policy. 

The  division  records  payments  for  unemployment 
insurance  benefits  to  other  states  net  of  the  amount  of 
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payments  received  from  other  states  as  an  expenditure  on 
SBAS.  State  law  requires  all  state  agencies  to  record  on 
SBAS  all  transactions  to  present  the  receipt,  use,  and 
disposition  of  all  money  in  accordance  with  generally 
accepted  accounting  principles.   By  netting  payments  to 
other  states  with  payments  received  from  other  states,  the 
department  is  not  properly  recording  the  receipt  and  use  of 
money.  A  division  employee  indicated  she  has  recorded 
the  amounts  net  since  she  began  the  position  and  did  not 
know  why  it  was  recorded  net. 

As  a  result  of  netting  payments  the  department  understated 
revenues  and  expenditures  recorded  on  SBAS  by 
$2,537,473  and  $1,892,166  in  fiscal  year  1992-93, 
respectively  and  by  $2,147,561  and  $1,499,511  in  fiscal 
year  1993-94,  respectively.   Department  personnel 
indicated  that  they  will  begin  recording  the  payments  to 
and  from  other  states  as  revenue  and  expenditures 
beginning  July  1,  1994. 

The  division  receives  quarterly  interest  earnings  from  the 
federal  Department  of  the  Treasury  for  the  state's 
unemployment  insurance  funds  deposited  in  the  unemploy- 
ment trust  fund.   We  found  the  division  does  not  record  an 
accrual  as  required  by  state  accounting  policy  for  the 
amount  of  interest  earned  for  the  period  ending  June  30 
but  not  received  until  August.   For  the  quarter  ended 
June  30,  the  department  received  interest  earnings  totalling 
$1,679,720  in  fiscal  year  1992-93  and  $1,628,780  in  fiscal 
year  1993-94. 

State  policy  requires  the  department  to  recognize  revenue 
in  the  accounting  period  in  which  it  is  both  measurable  and 
available.  The  department  should  record  an  accrual  for  the 
interest  earnings  since  it  meets  both  the  measurable  and 
available  criteria.   Department  personnel  indicated  they 
have  never  recorded  an  accrual  for  the  interest  and  were 
not  aware  of  the  revenue  accrual  policies.   As  a  result  of 
not  recording  the  accrual  in  fiscal  years  1992-93  and  1993- 
94,  investment  income  revenues  are  overstated  each  year 
by  $54,682  and  $50,940,  respectively. 

During  fiscal  year  1992-93  an  error  was  made  when 
recording  a  routine  transaction  for  unemployment  insur- 
ance benefits  on  SBAS.  The  only  misstatement  that  resulted 
was  between  very  specific  benefit  types;  however,  total 
benefit  expenditures  were  not  misstated.   In  fiscal  year 
1993-94  three  transactions  were  input  into  SBAS  attempt- 
ing to  correct  the  original  error  made  in  fiscal  year  1992- 
93.   Although  the  original  fiscal  year  1992-93  error  was 
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corrected,  the  correcting  transactions  caused  SBAS  fiscal 
year  1993-94  cash  to  be  understated  and  expenditures  to  be 
overstated  by  $496,991. 


Summary  Without  all  financial  activity  properly  recorded  on  SBAS,  the 

quality,  consistency,  and  comparability  of  the  resulting  financial 
activity  is  affected.  The  errors  discussed  above  resulted  from  a 
general  lack  of  knowledge  of  SBAS  and  state  accounting  policies 
by  unemployment  insurance  division  personnel.   The  department 
should  provide  SBAS  and  state  accounting  policy  training  to 
Unemployment  Insurance  Division  personnel  responsible  for 
recording  SBAS  activity.   In  addition.  Centralized  Services 
Division  personnel,  whose  function  is  to  process  most  of  the 
departments  SBAS  activity,  should  be  consulted  on  accounting 
questions. 


Recommendation  #8 

We  recommend  the  department  provide  unemployment  insur- 
ance division  personnel  with  SBAS  and  state  accounting 
policy  training  and  ensure  the  division  consults  with 
Centralized  Services  Division  when  necessary  to  properly 
record  SBAS  transactions. 
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LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

PO  BOX  201 705 

HELENA,  MONTANA  59620-1705 

406/444-3122 

FAX  406/444-3036 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EOP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  Labor  and 
Industry  for  each  of  the  two  fiscal  years  ended  June  30,  1993  and  1994,  as  shown  on  pages  A-5 
through  A- 12.  The  information  contained  in  these  financial  schedules  is  the  responsibility  of  the 
department's  management.   Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules 
based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to 
be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respects,  the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of  Labor  and 
Industry  for  the  two  fiscal  years  ended  June  30,  1993  and  1994,  in  conformity  with  the  basis  of 
accounting  described  in  note  1. 

Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  14,  1994 
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DEPARTMENT  OF  LABOR  &  INDUSTRY 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1994 


FUND  BALANCE:  July  1,  1992 

ADDITIONS 
Fiscal  Year  1992-93 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Support  From  State  of  Montana 
Prior  Year  Revenue 
Prior  Year  Transfers  In  Adjustments 
Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1993-94 

Budgeted  Revenue  &  Transfers  In 

Nonbudgeted  Revenue  &  Transfers  In 

Prior  Year  Revenue  Adjustments 

Prior  Year  Expenditure  Adjustments 

Support  From  State  of  Montana 

Prior  Year  Revenue 

Prior  Year  Transfers  In  Adjustments 

Total  Additions 


General  Fund 


Spec  i  a  I 

Revenue 

Funds 

$  5.915.127 


176,817 

39,911,462 

(19,889) 

177,637 

(608,593) 

385,023 

1,881 

370,858 

(41,075) 

25,404 

41,099,117 

151,344 

365,683 

(505,615) 

2,005 

(72,515) 

525,927 

4,194 

584.945 

1.743.361 

80.791.249 

Debt  Internal 

Service    Enterprise    Service    Expendable 
Funds      Funds        Funds    Trust  Funds 


95,956 


$3.431.437   $_ 


0   $86.793.641 


95,956     1,913,071     2,494,578    77,857,989 
(1,588)     403,393     (609,463) 


20,100 


3,221,183 

146,255 

179,685 

76,714 


11,436 


1,873,916    78,360,670 
438       1,242 
200,996 
2,341 


191.912     5.555.420     4.786.102   155.811.434 


REDUCTIONS 
Fiscal  Year  1992-93 
Budgeted  Expenditures 
Nonbudgeted  Expenditures  &  Transfers  Out 
Cash  Transfers  Out 
Prior  Year  Expenditures 
Prior  Year  Transfers  Out  Adjustments 
Nonbudgeted  Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1993-94 

Budgeted  Expenditures  &  Transfers  Out 

Nonbudgeted  Expenditures  &  Transfers  Out 

Cash  Transfers  Out 

Prior  Year  Expenditures 

Prior  Year  Transfers-Out  Adjustments 

Direct  Entries  to  Fund  Balance 

Nonbudgeted  Prior  Year  Expenditure  Adjustments 

Total  Reductions 


FUND  BALANCE:  June  30,  1994 


698,401 

39,947,063 

79,596 

1,881 

409,637 

95, 

,956 

976,539 
143,246 

568,075 

2,647,997 
35,697 

57,876 

72,935,754 
(1,882) 

1,044,960 

41,650,141 

344,494 

4,193 

599,542 

185,406 

95 

,956 

1,035,526 
(74,890) 
113,526 

9,233 

245.673 
3.016.928 

1,735,741 
(34,405) 

73,000,223 

(194,638) 
(496.791) 

1.743.361 

83.221.953 

191 

,912 

4.442.906 

145.242.666 

i       0 

$  3.484.423 

$ 

g 

$5,969,929 

$  343.196 

$  97.362.409 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
the  financial  schedules  beginning  on  page  A-10. 


Additional  information  is  provided  in  the  notes  to 


Page  A-5 


DEPARTMENT  OF  LABOR  &  INDUSTRY 


GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

DEBT  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

ENTERPRISE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

EXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


SCHEDULE  OF  BUDGETED  REVENUE  & 
FOR  THE  FISCAL  YEAR 

TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 
ENDED  JUNE  30.  1994 

Miscel laneous 

Licenses   Charges 

&        For 
Permits    Services 

Investment 
Earnings 

Fines  & 
Forfeits 

Sale  of 
Documents  & 
Merchandise 

Contributions 
and  P  rem  inns 

Grants, 
Contracts, 
Donations  & 
Abandonments 

Other 

Financing 

Sources 

Federal 

Federal 

Indirect 

Cost 

Recoveries 

Rentals, 
Leases  & 
Royalties 

Total 

$  174,000 
0 

$   174,000 
0 

$(174,000) 

$37,000  $1,817,427 
36.527   1.828.496 

$ 

124,000 
128.262 

$  377,701 
225.237 

$  15,000 
11.900 

$  3,343,000 
3.488.271 

$3,848,580 
3.563.998 

$3,028,994 
2.997.229 

$33,288,470 
28.817.971 

$  (174.000) 

$   6,000 
1.226 

$45,886,172 
41.099.117 

$  (4.774) 

$  (473)  $   11.069 

$ 

= 

4.262 

$  (152.464) 

$  (3,100) 

$   145.271 

$  (284.582) 

$  (31.765) 

$(4,470,499) 

$    56,000 
95.956 

$(4,787,055) 

$    56,000 
95.956 

$   37,000 
338.401 

$ 

247,000 
134.437 

$1,004,000 
1.911.481 

$116,620 
98.215 

$   29,635 
16.414 

$  482,000 
722.235 

$    39.956 

$    39.956 

$  1,916,255 
3.221.183 

$  301.401 

$_ 

_L112^563) 

$  907.481 

$(18,405) 

$  (13.221) 

$  240.235 

$  1.304,928 

$   13,329 
12,000 

$   (1.329) 


$  8,000,000 
6.915.618 

$(1.084.382) 


$50,704,000 
52.475.830 

$  1.771.830 


$14,600,000 
18.969.222 

$  4.369.222 


$  3,424,743  $  67,000    $  3,505,072 
1.815.859    46.057      1.873.916 

$(1.608.884)  $(20.943)   $(1.631.156) 


$73,304,000 
78,360.670 

$  5,056.670 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-10. 
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DEPARTMENT  OF  LABOR  &  INDUSTRY 


GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

DEBT  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

ENTERPRISE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

EXPENDABLE  TRUST  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  - 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30 

ESTIMATE  &  ACTUAL 
,  1993 

Mi  seel laneous 

Licenses 

& 
Permits 

Charges 

For 
Services 

Investment 
Earnings 

Fines  & 
Forfeits 

Contributions 
and  Premiums 

Grants, 
Contracts, 
Donations  & 
Abandonments 

F 

other 
inane ing 
Sources 

Federal 

Federal 

Indirect 

Cost 

Recoveries 

Sale  of 

Documents, 

Merchandise 

Total 

$160,000 
176.817 

$   160,000 
176.817 

$  16,817 

$37,000 
37.745 

$1,696,230 
1.642,713 

$  174,864 
188.047 

$  209,000 
374,112 

$  2,951,455 
3,212,244 

$5,000 
5,000 

$ 

4,209,505 
3,070,852 

$33,333,806 
31.372.182 

$    16.817 

$  8,600 
8.567 

$42,625,460 
39.911.462 

$    (33) 

$   745 

$  (53.517) 

$   13,183 

$  165,112 

$   260,789 

$    0 

H 
$ 

1,138,653) 

$(1,961,624) 

$(2,713,998) 

85,000 
80.461 

$    16,000 
15.495 

$   101,000 
95.956 

$  142,251 
137.541 

$  309,000 
168.640 

$  950,000 
1,344,420 

$_ 
$ 

_i4.539) 

258,456 
262.470 

$      (505) 

$    (5.044) 

$  1,659,707 
1.913.071 

$   (4,710) 

$  (140.360) 

$  394,420 

$- 

4.014 

$2,508, 
2.494. 

028 
578 

$  45 

$   253.364 

$  2,508,073 
2.494.578 

$7,100,000 
7.033.059 

$45,500,000 
45,303,096 

$25,550,000 
25.521.834 

$  (13. 

,450) 

$(45) 

$   (13.495) 

$78,150,000 
77.857.989 

$  (66,941) 

$  (196,904) 

$   (28.166) 

$  (292,011) 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  .in  the  notes  to  the  financial  schedules  beginning  on  page  A-10. 
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DEPARTMENT  OF  LABOR  &  INDUSTRY 


SCHEDULE  OF  BUDGETED 

PROGRAM  EXPENDITURES  BY  OBJECT  & 

FUND  -  BUDGET  &  ACTUAL 

FOR 

:  THE  FISCAL  YEAR 

ENDED  JUNE  30. 

1994 

Job 

Unemployment 

Employment 

Legal 

Human 

Workers 

Service 

Insurance 

Commissioner's 

Relations 

Services 

Rights 

Compensation 

Division 

Division 

Office/CSD 

Division 

D 

ivision 

Commission 

Court 

Total 

PERSONAL  SERVICES 

Salaries 

$  8,867,829 

$2,974,170 

$1,000,754 

$2,127,422 

$ 

603,002 

$409,622 

$208,092 

$16,190,891 

Other  Compensation 

1,850 

6,425 

6,400 

4,350 

19,025 

Employee  Benefits 

2,375.497 

835.742 

286.748 

594.071 

147.098 

101.914 

43.271 

4,384.341 

Total 

11.245.176 

3,809.912 

1.287.502 

2.727.918 

756.500 

515,886 

251.363 

20,594.257 

OPERATING  EXPENSES 

Other  Services 

1,109,333 

815,878 

85,129 

470,258 

29,034 

45,218 

30,197 

2,585,047 

Supplies  &  Materials 

284,589 

82,184 

43,180 

168,176 

25,605 

21,796 

12,081 

637,611 

Communications 

356,620 

106,815 

29,698 

152,890 

31,680 

31,996 

6,156 

715,855 

Travel 

342,356 

132,082 

15,711 

134,623 

22,865 

28,930 

8,620 

685,187 

Rent 

344,228 

168,011 

10,413 

147,337 

19,981 

9,495 

17,591 

717,056 

Utilities 

108,586 

19,460 

1,898 

129,944 

Repair  &  Maintenance 

305,444 

37,495 

58,577 

32,778 

10,441 

7,580 

4,469 

456,784 

Other  Expenses 

1.147.063 

451.203 

48.994 

256,551 

87.401 

50.020 

27.213 

2,068.445 

Total 

3.998.219 

1.793.668 

291.702 

1.382.073 

227.007 

195.035 

108.225 

7.995.929 

EQUIPMENT  AND  INTANGIBLE 

ASSETS 

Equipment 

719,326 

76,629 

23,578 

205,361 

24,615 

19,637 

8,113 

1,077,259 

Intangible  Assets 

18.559 
737.885 

4.153 
80.782 

13.610 
218.971 

36.322 

Total 

23.578 

24.615 

19.637 

8.113 

1.113.581 

GRANTS 

From  State  Sources 

191,233 

191,233 

From  Federal  Sources 

14,783.886 

14.783.886 

Total 

14.975.119 

14.975.119 

BENEFITS  &  CLAIMS 

To  Individuals 

460,275 

460,275 

From  State  Sources 

324.530 

324.530 

Total 

784.805 

784.805 

DEBT  SERVICE 

Loans 

1.723 

954 

2,677 

Total 

1.723 

954 

2.677 

TOTAL  PROGRAM  EXPEND  I TUR 

lES 

$30,958,122 

$5,684,362 

$1,602,782 

$5,114,721 

$1 

.008.122 

$730.558 

$367,701 

$45,466,368 

GENERAL  FUND 

Budgeted 

$   233,364 

$  334,448 

$479,104 

$  1,046,916 

Actual 

233.363 

334.029 

477.568 

1.044.960 

Unspent  Budget  Author i 

ty 

$        1 

$      419 

$  1.536 

$     1.956 

SPECIAL  REVENUE  FUNDS 

Budgeted 

$37,657,279 

$6,316,209 

$4,717,493 

$1 

,000,589 

$330,646 

$386,410 

$50,408,626 

Actual 

30.678.703 

5.570.404 

3.869.349 

910.994 

252.990 

367.701 

41.650.141 

Unspent  Budget  Author i 

ty 

$  6.978.576 

$  745.805 

$  848.144 

$_ 

89.595 

$  77.656 

$  18.709 

$  8.758,485 

ENTERPRISE  FUNDS 

Budgeted 

$  146,255 

$1,770,798 

$ 

19,500 

$  1,936,553 

Actual 

105.184 

911.343 

18.999 

1.035.526 

Unspent  Budget  Authori 

ty 

$   41.071 

$  859.455 

$^ 

501 

$   901.027 

INTERNAL  SERVICE  FUNDS 

Budgeted 

$    66,917 

$   10,500 

$3,044,990 

$ 

83,349 

$  3,205,756 

Actual 

46.056 

8.774 

1.602.782 

78.129 

1.735.741 

Unspent  Budget  Authori 

ty 

$    20.861 

$    1.726 

$1,442,208 

$_ 

5.220 

$  1.470.015 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
schedules  beginning  on  page  A- 10. 


Additional  information  is  provided  in  the  notes  to  the  financial 
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PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Conmuni cat  ions 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


DEPARTMENT  OF  LABOR  &  INDUSTRY 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  &  TRANSFERS  OUT  BY  OBJECT  AND  FUND 


BUDGET  &  ACTUAL 


FOR  THE  FISCAL  YEAR  ENDED 

JUNE  30,  1993 

Research, 

Job 

Unemployoment 

Employment 

Legal 

Safety  and 

Workers 

Job 

Service 

Insurance 

Conmissi oner's 

Relations 

Services 

Training 

Human  Rights 

Compensation 

Training 

Division 

Division 

Office 

Division 
$1,392,957 

Division 
$543,862 

Division 
$1,534,391 

Commission 
$295,122 

Judge 

Grants 

Total 

$  8,276,437 

$2,288,870 

$1,628,340 

$218,688 

$16,178,667 

7,628 

9,780 

17,408 

1,850 

7,350 

925 

800 

10,925 

2.044.039 

599.444 

409.258 

362.340 

140,925 

377.137 

70.704 

45.106 

4.048,953 

10.320.476 

2.888.314 

2.045.226 

1.766.927 

692.137 

1.912.453 

366.626 

263.794 

20.255.953 

1,124,441 

499,201 

97,755 

242,119 

94,342 

197,402 

42,125 

17,458 

2,314,843 

235,938 

76,831 

84,016 

52,758 

20,055 

68,979 

9,905 

7,014 

555,496 

342,519 

72,387 

31,925 

98,210 

33,580 

63,395 

26,113 

8,063 

676,192 

254,603 

88,489 

21,346 

48,573 

19,808 

156,783 

18,574 

10,660 

618,836 

286,534 

114,752 

20,386 

86,792 

18,192 

64,435 

9,438 

21,196 

621,725 

123,521 

1,062 

15,594 

33 

33 

140,243 

287,481 

58,365 

48,922 

21,831 

5,126 

23,037 

2,914 

2,366 

450,042 

1.141,048 

574,707 

97.557 

238.359 

52.898 

199.178 

29.183 

21.675 

2,354.605 

3.796.085 

1.485.794 

401.907 

804.236 

244,034 

773.242 

138.252 

88.432 

7.731.982 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 


335,667 

68.636 

404.303 


48,741 


48.741 


38,910 


38.910 


39,341 


39.341 


19,544 
19.544 


37,884 


37.884 


7,679 


7.679 


3,747 


3,747 


531,513 

68.636 

600.149 


CAPITAL  OUTLAY 
Bui Idings 
Total 


32.593 
32.593 


32.593 


32,593 


GRANTS 

From  State  Sources 
From  Federal  Sources 
Total 

BENEFITS  &  CLAIMS 
To  Individuals 
From  State  Sources 
Total 

TRANSFERS 

Mandatory  Transfers 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

ENTERPRISE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


43.857 


43.857 


$14.564.721 


$15,318,677 

14.564,721 
$   753.956 


$4.422.849 


$4,434,331 

4.422,849 

$   11.482 


596,170 
359.230 
955.400 


108.085 
108.085 


$2,518,636 

$3,565,904 

$955,715 

$834,016 

826.354 

$  7.662 

$132,946 

129.361 

$  3.585 

$2,831, 

,664 

$512,557 

$  380,857 

369.132 

$   11.725 

$3,180, 

2,831, 

$  348, 

,588 
,664 
,924 

$329,269 

329.269 

$     0 

$2,335,532 

2.220.233 

$  115.299 

$324,368 

183.288 

$141,080 

$1,581,911 

976.539 

$  605.372 

$2,899,955 
2.518.636 

$      45 

$  381.319 

$      45 

$360,276 

355.973 

$  4.303 


$  215,415 
13.675.518 
13.890.933 


651,048 


651.048 


215,415 
13.827.460 
14.042.875 


596,170 
359.230 
955.400 


651.048 
651.048 


$355.973    $  14.541.981   $44,270.000 


$   710,126 

698.401 

$    11.725 


$  20,549,045 

14.541.981 

$  6.007.064 


$47,336,833 

39.947.063 

$  7,389.770 


$  1,581,911 

976.539 

$   605.372 


$  3,032,946 

2,647.997 

$   384.949 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  beginning  on  page  A-10. 
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Notes  to  the  Financial  Scliedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1994 


1.  Snmmaiy  of  Significant 

Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  and 
Expendable  Trust  Funds.   In  applying  the  modified  accrual 
basis,  the  department  records: 


Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

State  accounting  policy  also  requires  the  department  to 
record  the  cost  of  employees'  annual  leave  and  sick  leave 
when  used  or  paid. 

The  department  uses  accrual  basis  accounting  for  its  Proprietary 
Funds.   Under  the  accrual  basis,  as  defined  by  state  accounting 
policy,  the  department  records  revenues  in  the  accounting  period 
earned  if  measurable  and  records  expenses  in  the  period 
incurred,  if  measurable. 

Expenditures  and  expenses  may  include:  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.   The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
without  adjustment.   Accounts  are  organized  in  funds  according 
to  state  law.  The  department  uses  the  following  funds: 
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Notes  to  the  Financial  Schedules 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.   Department  activity  recorded  in  the  Special  Revenue 
Funds  is  primarily  related  to  federal  assistance  programs  and  the 
unemployment  administrative  tax  fund. 

Debt  Service  Fund  -  to  account  for  accumulated  resources  for 
the  payment  of  general  long-term  debt  principal  and  interest. 
The  department  uses  this  fund  to  account  for  federal  financial 
assistance  funds  received  to  service  a  portion  of  the  debt  on  the 
department's  headquarters. 


Proprietary  Funds 


Internal  Service  Fund  -  to  account  for  providing  goods  or 
services  to  other  agencies  or  departments  on  a  cost-reimburse- 
ment basis.   Department  Internal  Service  Funds  include  the 
Commissioner's  Office  and  the  Office  of  Information  Services. 


Enterprise  Fund  -  to  account  for  operations  (a)  financed  and 
operated  in  a  manner  similar  to  private  business  enterprises, 
where  the  Legislature  intends  that  the  department  finance  or 
recover  costs  primarily  through  user  charges;  or  (b)  where  the 
Legislature  has  decided  that  periodic  determination  of  revenues 
earned,  expenses  incurred  or  net  income  is  appropriate.   Depart- 
ment Enterprise  Funds  include  the  subsequent  injury  and 
uninsured  employers  funds  along  with  the  Montana  Career 
Information  System. 


Fiduciary  Funds 


Trust  and  Agency  Funds  -  to  account  for  assets  held  by  the  State 
in  a  trustee  capacity  or  as  an  agent  for  individuals,  private 
organizations,  other  governments  or  other  funds.   Department 
fiduciary  funds  include  Agency  Funds  and  Expendable  Trust 
Funds.  The  department  accounts  for  the  Unemployment  Insur- 
ance program  in  an  Expendable  Trust  Fund. 
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Notes  to  the  Financial  Schedules 


2.         Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.  The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  are  not  reflected  in  accompanying  financial  schedules.   In 
the  Proprietary  Funds,  the  increase  in  annual  and  25  percent  of 
the  increase  in  sick  leave  are  recognized  as  nonbudgeted 
expenses  when  the  related  liability  is  recorded  at  year  end.  The 
department  absorbs  expenditures  for  termination  pay  in  its 
annual  operational  costs.   At  June  30,  1994  the  department  had  a 
liability  of  $2,485,833. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  department's  contribution  to 
PERS  was  $1,132,497  in  fiscal  year  1992-93  and  $1,302,307  in 
fiscal  year  1993-94. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Each  agency  does  not 
have  a  separate  General  Fund  since  its  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  within  their  appro- 
priation limits.   Thus,  on  an  agency's  schedules,  the  General 
Fund  beginning  and  ending  fund  balance  will  always  be  zero. 


Division  Reorganization 


In  fiscal  year  1993-94,  the  department  reorganized  the  Research, 
Safety,  and  Training  Division.  JTPA  program  activity  is  now 
included  in  the  Job  Service  Division.   The  research,  safety,  and 
training  programs  were  allocated  among  several  other  divisions. 
The  department  placed  its  research  activity  in  the  Unemploy- 
ment Insurance  Division,  safety  activity  in  the  Employment 
Relations  Division,  and  training  activity  in  the  Job  Service 
Division. 
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DEPARTMENT  OF  LABOR  AND  INDUSTRY 
COMMISSIONER'S  OFFICE 


MARC  RAacOT,  GOVERNOR 


P.030X  1721 


STATC  OF  MONTTANA 


(406)  UA-iiSi 
FAX  (40«)  444-1394 


HELENA,  MONTANA  S9624 
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February  21,  1995 

Scott  A.  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MT     59620 

Dear  Mr.  Seacat: 

Attached  is  our  response  to  the  narrative  segment  of  your  final 
report  on  the  audit  of  the  Department  of  Labor  and  Industry. 
Copies  of  the  audit  report  you  provided  to  us  are  also  enclosed. 

We  appreciate  the  cooperation  of  your  staff  in  taking  the  time  to 
review  the  audit  findings  with  us  in  detail.  We  will  be  happy  to 
continue  working  with  you  and  the  Legislative  Audit  Committee  to 
answer  questions  about  the  audit  and  our  response. 

Sincere 


Acting  Commissioner 


Enclosures 
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Quality  Works 


MONTANA  DEPARTMENT  OF  LABOR  AND  INDUSTRY 

Response  to  the  Legislative  Financial -Compliance  Audit 
For  the  Two  Fiscal  Years  Ended  June  30,  1994 


RECOMMENDATION  #  1 

We  recommend  the  department: 

A.  Seek  legislation  allowing  officials  and  employees  of  the 
university  system  to  cooperate  with  the  department  in 
providing  student  enrollment  information  necessary  to 
determine  eligibility  for  unemployment  benefits. 

B.  Consider  requiring  unemployment  assistance  recipients  to 
provide  written  authorization,  as  part  of  the  unemployment 
benefits  application  process,  allowing  the  department  access 
to  college  or  university  enrollment  records. 

AGENCY  RESPONSE  -  Concur.   The  Department  concurs  with  both 
recommendations.   The  Department  has  included  a  provision  in  the 
its  "housekeeping"  bill  (House  Bill  100)  for  the  1995  legislative 
session  which  would  allow  access  to  school  records  in  the  future. 
Also,  we  will  institute  changes  to  our  initial  claim  form  which 
will  allow  access  to  school  records. 


RECOMMENDATION  #2 

We  recommend  the  department: 

A.  Attempt  to  locate  missing  equipment  items  and  adjust 
property  records  accordingly. 

AGENCY  RESPONSE  -  Concur.   The  Department  has  accounted  for  the 
remaining  $243,310  ($430,787-  $187,477)  of  questioned  equipment 
deleted  from  PAMS .   Of  this  total:  $125,092  is  located  within  the 
department  and  has  been  reestablished  on  PAMS;  $97,270  has  been 
surplused  and  supporting  documentation  is  on  file;  $16,466  is 
unaccountable  and  a  PAMS  4  has  been  completed  and  filed  with  the 
appropriate  officials;  and  the  remaining  $4,482  is  two  items 
accounted  for  twice  in  the  total. 

The  $16,466  is  comprised  of  eight  items  whose  acquisition  was 
within  the  period  of  March  1976  to  April  1988.   All  of  the  items 
are  obsolete  and  were  believed  to  be  surplused, 

B.  Esteiblish  appropriated  control  over  its  equipment. 

AGENCY  RESPONSE  -  Concur.   The  department  has  procedures  in  place 
Page  B-4 


to  safeguard  its  assets  and  recognizes  the  importance  of 
establishing  appropriate  control  over  its  equipment.   Corrective 
action  has  been  taken  and  detailed  procedures  have  been 
implemented  to  prevent  recurrence . 

C.    Accoiint  for  equipment  in  accordance  with  state  and  federal 
regulations . 

AGENCY  RESPONSE  -  Concur.   The  department  has  scheduled  a 
physical  inventory  for  the  period  ending  December  31,  1995. 
Additionally,  procedures  have  been  put  in  place  to  assure 
compliance  with  state  and  federal  regulation. 

RECOMMENDATION  #3 

We  recommend  the  department  follow  estaiblished  polices  and 
procedures  to  ensure  complieuice  with  state  euid  federal  purchasing 
laws . 

AGENCY  RESPONSE  -  Concur.   The  department  makes  every  effort  to 
follow  established  policies  and  procedures  to  ensure  compliance 
with  state  and  federal  purchasing  laws.   All  seven  purchases 
referred  to  under  recommendation  #3  were  to  one  vendor,  the 
Pacific  Institute.   The  department  has  entered  into  a  contract 
with  the  Pacific  Institute  for  the  period  July  1,  1994  through 
July  1,  1995  and  has  prepared  the  proper  sole-source  verification 
as  a  part  of  that  contract . 

RECOMMENDATION  #4 

We  recommend  the  department  record  purchases  in  the  fiscal  year 
in  which  a  valid  obligation  exists  in  complieuice  with  state 
accounting  policy. 

AGENCY  RESPONSE  -  Concur.   The  department  will  take  steps  to 
ensure  that  purchases  are  recorded  in  the  proper  fiscal  year  in 
compliance  with  state  accounting  policy. 

RECOMMENDATION  #5 

We  recommend  the  department: 

A.    Recogrnize  revenue  for  funds  received  from  uninsured 
employers . 

AGENCY  RESPONSE  -  Concur.   The  department  does  recognize  revenue 
for  fines  and  penalties  received  from  uninsured  employers . 
Beginning  fiscal  year  1995,  the  department  is  recording  as 
revenue  wage  and  medical  payments  recovered  from  uninsured 

employers . 
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B.    EsteQ>lish  accotmts  receivable  and   recognize  revenue  on  SBAS 
for  amounts  due  from  uninsured  employers. 

AGENCY  RESPONSE  -  Concur.   The  department  is  in  the  process  of 
establishing  procedures  to  track  wage  and  medical  benefits  due 
from  uninsured  employers.   The  department  will  establish  accounts 
receivable  at  June  30,  1995,  and  recognize  revenue  on  SBAS  for 
amounts  due  for  wage  and  medical  payments  from  uninsured 
employers  for  the  period  ending  June  30,  1995. 

RECOMMEKDATION  #6 

We  recommend  the  department  estcQslish  procedures  to  minimize  the 
time  between  receipt  emd  transfer  of  federal  funds  as  required  by 
federal  regulations . 

AGENCY  RESPONSE  -  Concur.   The  following  procedures  have  been 
implemented  to  insure  compliance  with  this  recommendation: 

1.  Cash  is  ordered  on  a  weekly  basis,  which  is  as  often  as 
Montana  Job  Training  Partnership,  Inc.  (MJTP)  allows. 

2.  Expenditure  and  funds  available  are  monitored  on  a  weekly 
basis  to  assist  in  determining  the  amount  of  additional 
funds  needed  to  cover  estimated  expenditures  during  the  next 
ordering  cycle . 

3.  Expected  costs  for  the  immediate  future  are  estimated  based 
on  historical  performance  and  actual  unpaid  invoices  on 
hand. 

4 .  A  back  up  person  is  appointed  to  order  funds  when  the 
primary  person  will  be  absent  during  the  ordering  process. 


RECOMMENDATION  #7 

We  recommend  the  department  follow  the  state's  negotiated  federal 
Cash  Management  Improvement  Act  agreement  as  required  by  federal 
regulations . 

AGENCY  RESPONSE  -  Concur.   We  have  developed  a  clearance  pattern 
that  will  allow  us  to  predict  cash  needs  more  accurately.   The 
new  clearance  pattern,  has  approval  of  the  U.S.  Department  of 
Treasury.   It  is  consistent  with  the  Cash  Management  Improvement 
Act,  which  went  into  effect  July  1,  1994. 
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RECOMMENDATION  #8 

We  recommend  the  department  provide  unemployment  insurance 
division  personnel  with  SBAS  emd  state  accoiinting  policy  training 
and  ensure  the  division  consults  with  Centralized  Services 
Division  when  necessary  to  properly  record  SBAS  tramsactions. 

AGENCY  RESPONSE  -  Concur.   The  division  will  provide  training  for 
certain  division  personnel  on  accounting  policy  and  the  Statewide 
Budgeting  and  Accounting  System.   The  division  has  initiated 
efforts  to  improve  information  sharing  between  division  personnel 
and  the  department's  central  accounting  bureau. 
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